Theory of Railway Kates
Mr. K. C. Srinivasan4 points out that it is possible to alter
the rates between fixed and varying expenditure, and one
method of doing so, he suggests, is by increasing capital
expenditure. A high powered machine or locomotive fitted
with the latest developments 111 engineering technique,
though costlier than one of less peri'ection, would be
responsible for only a much less expenditure under variable
expenditure Suppose a tunnel has got to be bored i:o
avoid a circuitous route, then, though the cost incurred in
boring it might be much greater, in the end it would be
found that the operating expenses would be much less.
Moreover, railway transportation is an industry subject to
increasing returns so that it is possible to a large extent to
keep down the operating rates. For Indian Railways
the percentage of ordinary working expenses on earnings
since 1925 has been round about 55%; it was highest
in the year 1930-31, being 71-25%. This rise in the
ratio was the direct result of the depression due to
which total revenue receipts fell to Es 94,63,40,000 from
Rs. 102,40,11,000 in the previous year, while working
expenses were almost just the same being Rs. 67,45.47,000
and Rs. 68,17,93,000 respectively. Since 1936 there has
been a tendency for the ratio to decrease, and is now
about 52%. "With regard to the American Railways too,
Professor Ripley comes to a similar conclusion and believes
that more than one half of the operating expenses is
independent of the volume of traffic.
All along we have been using the word cost. Let us now
pause and see what it means. The generally accepted
meaning includes all the expenses included in the service
rendered, but it might be also taken to mean " extra " or
" additional " cost. It has been shown at considerable
length that a large part of transportation expenses is fixed
and has to be incurred without its being proportionate
4   " The Law and Theory of Railway Freight Rates."
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